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RECENT TRENDS IN INCOME INEQUALITY IN THE OECD COUNTRIES
• We use the Deininger and Squire (1996) "high quality" data set on income inequality with 187 observations on 16 OECD countries.
• From inspection of the trends and ignoring short-term variation the following national patterns emerge over the • Only the cases of Canada and Sweden are less than clear cut.
• 10 out of 16 OECD countries (bold type) have experienced an inequality upswing during the 1967-1992 period, either as rising inequality or declining then rising inequality.
• Is rising income inequality an inherent feature of economic development? 
DIMENSIONS OF GLOBALIZATION & THE U-TURN ON INEQUALITY
3 dimensions of globalization may have contributed to an inequality upturn in OECD countries:
Foreign Direct Investment (DI) (aka "capital flight")
• Between 1982 and 1990 DI outflow from OECD countries grew from 20 billion US$ to 228 US$.
• DI may contribute to increasing inequality in 3 ways:
1. DI contributes to de-industrialization (thus shifting labor force from less unequal manufacturing sector to more unequal services sector) 2. DI undermines the bargaining position of labor (as labor is weaker vis-à-vis multinational firms than it is in relation to national firms -Alderson 1997) 3. DI contributes to the "cheapening" of domestic labor, particularly low-skill labor (as jobs are "exported" through international relocation of manufacturing activity)
North-South Trade (aka "cheap imports")
• Between 1982 and 1990 OECD manufactured imports from "Southern" countries grew from 87 billion US$ to 298 billion US$ • Southern Imports (SI) may contribute to increase inequality in 2 ways:
1. SI decreases the average wage of Northern workers (by placing them in direct competition with Southern workers) -unlikely 2. SI reduces demand for unskilled relative to skilled labor (thus decreasing the relative wage of unskilled workers -Wood 1994)
Immigration
• Percentage of the population foreign born is 6% in Austria, 9% in the US, 11% in France, 17% in Canada, 17% in Switzerland; immigration has increased coinciding with period of increasing inequality.
• Immigration may contribute to increase inequality in 2 ways (depending on situation):
1. immigrant population may have lower average skills than resident population 2. immigrant population may have "bifurcated" (i.e., more heterogeneous) skills relative to residents
THE USUAL SUSPECTS: ALTERNATIVE/ADDITIONAL FACTORS OF INEQUALITY
The Kuznets Problematic Core model of the Kuznets curve suggests the following effects on inequality (Nielsen 1994):
• Sector dualism (+) (inequality due to the average income difference between agricultural and non-agricultural sectors) • Percent labor force in agriculture (-) (as agricultural sector is assumed less unequal)
• Natural rate of population increase (+) (more people at bottom of pay scale, plus proxies for "generalized" dualism)
• Secondary school enrollment (-) (reduces scarcity and thus premium of educated personnel)
The Great U-Turn Problematic
Research on the U-Turn (mostly in US) suggests the following effects:
• Female labor force participation (+) (inflates % low incomes, plus assortative
mating -Thurow 1987) • Female-headed households (+) (inflates % low incomes -not measured)
• Percent labor force in manufacturing (-) (a reverse measure of deindustrialization, may mediate effects of Southern imports, etc.)
Institutional Factors
Income inequality and institutional differences among OECD countries suggest the following effects:
• Union density (-) (declining role of unions leads to widening wage differentials)
• Wage setting coordination (-) (national centralization of wage bargaining should reduce wage dispersion) • De-commodification (-) (degree to which worker can choose unemployment rather than accept a low wage and maintain a socially acceptable standard of living -Esping-Andersen 1990) Table 1 Correlations and basic statistics for variables in the analysis of income inequality.
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(1) Gini income inequality (6) Secondary school enrollment ratio (11) Wage setting coordination (2) Real GDP/capita (log base 10) (7) Direct investment outflow/labor force (log base 10) (12) De-commodification (3) Sector dualism (log base 10) (8) Southern import/GDP (log base 10) (13) Female labor force participation (4) Percent LF in agriculture (log base 10) (9) Net migration rate (14) Percent LF in manufacturing (5) Natural rate of population increase (10) Union Density 
CONCLUSIONS -WHAT'S THE ROLE OF GLOBALIZATION IN LATE 20 TH CENTURY INEQUALITY TRENDS?
It depends if the question refers to total variation in inequal ity (across countries and over time) or longitudinal variation in inequality (over time within countries).
Total inequality variation is principally affected by • percent labor force in agriculture (+)
• then institutional factors union density (-) and de-commodification (-) • only then aspects of globalization Southern import penetration (+) and direct investment outflow (+).
Longitudinal variation in inequality is principally affected by • percent labor force in agriculture (+)
• aspects of globalization Southern import penetration (+) and direct investment outflow (+), and to a lesser extent net immigration rate (+).
In other words, globalization explains the longitudinal trend of increasing inequality that took place within many industrial countries better than it does cross-sectional inequality differences among countries.
Inequality is also significantly affected by • wage setting coordination (-)
• secondary school enrollment (-)
• female labor force participation (+).
CONCLUSIONS
Ten of the advanced industrial societies in our data set have experienced rising inequality, or declining then rising inequality, over the 1967-1992 period. What are the mechanisms behind this trend? Our empirical results, and particularly the presentation in Table 3 , suggest that the answer may be different in a cross-national and in a longitudinal context. On one hand, if one wants to address the predominantly cross-national comparative issue of which countries have had more or less inequality in their income distribution during the last third of the twentieth century, one would look for factors that have both large effects on inequality and that vary substantially in the cross-national dimension. Percent labor force in agriculture, and institutional factors such as union density and de-commodification emerge as prime candidates to explain these cross-country differences. On the other hand, if one wants to explain the trajectory of inequality over time (perhaps an upturn) that characterized a given country over this period of time, one would look for variables that have a large longitudinal impact. Thus, while percent labor force in agriculture is still a major factor of the inequality trend in individual countries, globalization trends come to the fore as major explanatory factors. Thus for countries that experienced an inequality upturn during the period, the upward inequality trend may be attributable in substantial part to aspects of globalization we have distinguished, primarily North-South trade and direct investment outflow, and to a lesser extent immigration.
Our finding of a substantial contribution of globalization trends to trajectories of rising inequality in many advanced industrial countries in the last third of the twentieth century should be placed in a broader historical context. While many observers are struck by the unique features of the contemporary period, it is certainly not the first time in world history that the globalization of the economic sphere has affected inequality within societies. It has been argued, for example, that the 1870-1913 period was in many ways similar to the contemporary period investigated in this study. Then, too, globalization in the form of growing international trade and mass -migration from Europe to the New World caused inequalit y to rise in the rich, people-importing countries of the New World and fall in the (at the time) poor, people-exporting countries of Southern Europe and
